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In $million unless KEY ECONOMIC INDICATORS 

otherwise stated 
On Jan. 1, 41.00 = $1.6269, The naira moved 
up for several months, peaking in May at 
N1.00 = $1.6454, but subsequently began to 
be depreciated vis-a-vis the dollar. By 
October it had dropped to 41.00 = $1.5980, 
the rate at which data in this report has 
been converted. 


Jan-Dec Jan-Dec Change Jan-June Jan-June Change 
1973 1974 Between 1974 1975 Between 
(1) (2) 1)&(2 3 4 


INCOME, PRODUCTION 


GDP (1974-75 base)eecscecees 21,306 23, 344 i 23,334 
GDP per Canitesescsccseccoee 304 333 333 
Crude Petroleum 

(million bbls).e.ccccsccces 751 825 412 
Minimum Annual Wage ($).e.e. 545 1,168 545 


INDECES: 1965 = 100 

Manufacturing Production.... 2h7 223.8 
1960 = 100 

DS cicncuorwnsd sews sae 156 

CODE. condsceveccneswccseseoc 107 

PORIIIGE énck0d6 0650660080000 . a4. 

Pp ReHCIE . cccscceecssccee 65 


MONEY & PRICES 
MONEY GUBIY oc cccnccecscccece 1,582.6 
Pub. Debt Outstanding....... ‘ 2,867.4 
External Devieccccscscsasece 482.3 
Cml,. Bank Minimum 

Interest Babe... scces 7 
Lagos Lower Income Consumer 

Price Index (1960 = 100).. J 218.5 


BALANCE OF TRADE 

Gold & Foreign Reserves..ee. 2,451.8 

Bajaence Of Trade .0scsseccsee 3,850.0 

Exports | 5,025.0 = 53565 
U.S. PP Ceo nach Gt anb askew 1,394.0 = 3.1 
DE: CUTIE Joc ckivncéscocces 1,175.0 +117.9 
Wes SOD dekeasaceowsenaes 133.6 8 +116.3 


Main imports from U.S. during 1974: Wheat ($69.2 million); Tubes, Pipes and Fittings 
($47.5 million); Parts and Attachments ($38.9 million); and Cotton ($15.9 million). 


1975 figures are provisional. 





Despite temporary disruptions to Nigeria's booming economy, prospects 
remain promising. Uncertainty followed the Gowon regime's ouster but 
has begun to give way to renewed confidence in the face of the new 
government's positive attitude towards business and accent on results, 
Informed observers discount the likelihood of further serious political 
disruption in the near term, Reduced oil production this year has led 
to lower than anticipated government revenues which in turn are at least 
partially responsible for the decision to reorder the priorities of the 
$50 billion Third Development Plan, The most severe price inflation in 
the nation's fifteen year history now shows signs of moderating but is 
by no means under control. FMG efforts to ease the massive Lagos port 
congestion have met with encouraging success but the decision to sus- 
pend payment for the cement shipments which were the prime cause of 

the congestion has marred Nigeria's credit rating. 


Many of Nigeria's growing pains are not unlike those of other oil 
exporting nations trying to industrialize rapidly, however, and they 
should not be allowed to obscure the country’s solid growth potential, 
GDP in Africa's most populous country should reach $25 billion this 
year, while import requirements are expected to top $5 billion. Even 
if scaled back somewhat, the development program calls for enormous 
undertakings in the industrial, transportation and social sectors and 
affords to foreign businessmen numerous and varied opportunities for 
profitable sales and investment. At the same time an encouraging 
trend towards greater reliance on U.S. suppliers is emerging. The 
time and effort necessary to establish a business in Nigeria may be 
greater than in other markets, but so are the potential rewards, 





A. CURRENT ECONOMIC SITUATION AND TRENDS 


New Government in Power - On July 29 the government of former General 
Yakubu Gowon was replaced in a bloodless coup by one headed by Brigadier 
Murtala Muhammed, The action-oriented new administration faulted the 
old regime for its indecisiveness and for the general sense of drift 
that had enveloped the nation, along with such acute problems as in- 
flation, staggering port and traffic congestion, and frequent petrol 
shortgages. The high level of corruption prevailing prior to July 29 
also drew fire and prompted the new FMG to decree stiff penalties for 
those convicted of offering or accepting bribes, Other decisive early 
steps included postponement of the Black Arts Festival (now scheduled 
for January 1977), cancellation of the controversial 1973 census, and 
moderately successful efforts to ease port and traffic congestion, 
Recommendations are expected soon from panels established to look into 
the thorny problems of possible relocation of the federal capital and 
creation of new states. In his Independence Day address the Head of 
State set forth a program that will lead to civilian rule four years 
hence, The new leaders have made clear their intention not to change 
the country’s mixed economy and have taken pains to assure foreign 
businessmen of their continued welcome in Nigeria, The review and 
retrenchment undertaken since July 29 have cost an estimated 10-11000 
civil servants their jobs and have slowed the pace of business activity. 
This period of housekeeping is nearing completion, and given the new 
FMG*s emphasis on results and evident desire to get on with the job, 
expectations are that commercial and developmental activities will soon 
again hit full stride, There are at this time no serious expectations 
of political instability. 


Oil Production Down - Oil production declined from an average of 2,3 
million barrels per day in 1974, when Nigeria became the second leading 
supplier of crude to the U.S., to less than 1.5 million barrels per day 
in May. The fall was attributed by the FMG to declining world demand 
and to its policy of conservation, but it was also argued that Nigerian 
crude was overpriced in relation to other OPEC oil of similar quality. 
Production turned up in June and continued to improve throughout the 
third quarter, aided by a $.25 price cut, increased demand for Nigeria's 
light crudes, and heavy buying in anticipation of OPEC's October price 
hike, Demand had improved sufficiently by the fourth quarter--though pro- 
duction was still under 2,000,000 bbl/day--that Nigeria felt confident 

in raising its price by more than the 10% agreed on by OPEC; and the 
Nigerian National Oil Company was able to find buyers for all of the 
increasing amount of oil which the government itself is responsible for 
marketing under the terms of the participation agreements with the pro- 
ducing companies. While the FMG has been successful in raising the price 
of its oil, the producing companies consider the margin they are allowed 
per barrel too low, in the face of inflated capital costs, to justify 
large new investments and have substantially reduced their exploration 





activities. Production probably can be kept at desired levels from 
existing fields for several years as long as Nigeria adjusts its prices 
to market conditions, However, in the absence of new investment, 
production eventually would suffer. 


The importance of petroleum to Nigeria's economy is told in the statistics: 
91% of exports, 87% of federal government revenues, and 45.5% of G.D.P. 
This year*s lower production, however, means oil revenues will fall con- 
siderably short of the $10 billion projected in the Development Plan 
for this fiscal year, The impact of lower revenues on development 
spending will not be immediate, but should the shortfall become a 
lasting one, Nigeria's ability to finance from current income and 
reserves the $32 billion in public sector spending called for in the 
plan would be open to serious question. The extent to which Nigeria 
might later have to borrow to finance development spending may well 
depend on the future profitability of projects now still on the drawing 
boards, Several steps are in train which by the 1980's should provide 
important additional income from petroleum, Flaring of over 2 billion 
feet of natural gas per day will end with the construction over the 
next five years of two ING facilities, by Shell-BP and Phillips/Agip. 
Total cost of the two projects, in each of which the FMG will hold 55% 
equity and which envision gas gathering systems, liquification plants 
and tanker fleets, will be around $3 billion. Other projects include 
the construction of two new domestic oil refineries, at Warri, for 
which the contract was recently awarded to an Italian firm, and Kaduna; 
two export oriented refineries, each with 300,000 bb1/day capacity; a 
$500 million petrochemicals complex; and a $110 million nitrogenous 
fertilizer plant. 


Port Congestion Eases - The jam at Lagos harbor grew out of the former 
regime’*s purchase of 20 million tons of cement--at a cost of about 

$1 billion--with delivery stipulated to take place within a year, The 
tonnage was far in excess of port handling capacity and the number of 
ships waiting to discharge cargo mounted inexorably to more than 400, 
three-fourths of them cement ships incurring daily demurrage payments 

of $4,100. A combination of practical measures has succeeded in re- 
ducing the number of vessels waiting from a high of 420 in late 
September to 270 in early December and the government believes the 

worst is over, Its decision to suspend payments to cement suppliers 

did not have similar success. ‘he suspension was viewed as unilateral 
amendment of the terms of the irrevocable Central Bank letters of credit 
under which the cement had been purchased and provoked an angry reaction 
from international financial and shipping circles. The FMG countered 
that it had no alternative to drastic action to save the economy from 
being crippled. It has pledged that all legitimate claims will be paid.and 
a government panel to negotiate with cement suppliers took up its 
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duties in mid-December, This promise to make good and the unlikelihood 
that the FMG would again take such a step should restore business con- 
fidence in Nigeria's reliability. 


Cost of Living Soars - A special survey of selected consumer prices 
taken by the Central Bank over an eight-month period ending in July 
revealed that prices had risen 44% during that time. Imported 
inflation, inadequate domestic production in the face of rising demand, 
and an overloaded distribution system have been prime contributors to 
inflation in years past, and port congestion has added to the burden 
this year. But the biggest single reason for the recent sharp rise 

was the FMG's decision to grant in January, 1975 wage increases of up 
to 100% and more to public sector employees. Nine months' retroactivity 
at the new wage scales was granted and following back payment in a lump 
sum, a consumer spending spree ensued, The intent of the exercise had 
been to bring public sector wages into line with those of the private 
sector; but employees of the latter also demanded new wage hikes, and 
following a series of work stoppages, their demands were met, An ad- 
verse consequence of this attempt to spread the nation’s oil wealth, 
aside from stimulating inflation, is that Nigeria now has one of the 
highest priced labor forces in Africa, even for unskilled workers, 
Although prices have risen more slowly in the second half of this year, 
the enormous demand within the economy and the huge development spending 
projected probably dictate an economy plagued by inflation for some time 


to come, Fiscal measures taken, essentially reduction of import, excise 
and profit taxes, have provided some relief, but the 87% increase in the 
money supply in the year ending in August suggests that given a choice 
between growth and price stability the FMG has opted for the former, 


Growth Rate Climbs - Gross Domestic Product in current terms is esti- 
mated at $25 billion in fiscal year 1975-6, showing real growth of 64% 
over the last five years. Average annual growth of 9.5% is projected 
over the next five years, although that target may not be met if oil 
production remains depressed, Petroleum, with over 45% of GDP, is 
easily the biggest sector, followed by agriculture, with 23.4%. No 
other sector contributes more than 7%. The FMG seeks to correct this 
imbalance and if efforts to premote relatively faster growth in the manu- 
facturing, infrastructure and social service sectors of the economy are 
successful, petroleum and agriculture will have declined by 1979-80 

to 37.5 and 1% of GDP, respectively. The fastest growing sector will 
be government, followed closely by construction. Even though indus- 
trialization of the economy has been high on the FMG's list of 
priorities, and despite absolute growth, the contribution of the 
manufacturing sector declined as a percentage of GDP between 1970 

and 1975. It is expected to grow by 128% to 6.9% of GDP by 1979-80. 
Manufacturing in Nigeria has consisted for the most part of producing 





import substitutes, but emphasis on cement and steel production, a 
variety of downstream petroleum projects, assembly of electronic and 
motor vehicle items and large scale agribusiness projects--already begun 
or envisioned for the Third Development Plan--could change that image, 


Development Spending Provides ortunities - Despite the FMG‘s second 
look at the development plan, it should be emphasized that no dramatic 
cutting back of expenditures is envisioned. In fact, Nigerian central 
planners have termed the exercise a "reordering of priorities,” the aim 
of which is to focus talent, energy and funds on the most critical needs 
first and to undertake the less urgent projects only on a contingency 
basis. In some instances, grandiose, economically unviable projects have 
been scrapped altogether. Few observers had expected the ehtire Plan to 
be completed by 1980 in any case, and by postponing some projects the 
government may merely be recognizing the inevitable, In practical terms, 
Nigeria quite literally is likely to go on spending money just about as 
fast as it can, Among the more eye-catching statistics of the Plan are 
the construction or improvement of nearly 50,000 kilometers of roads at 

a cost of over $5.5 billion. Nearly $10 billion has been allocated to 
the industrial sector for such projects, in addition to those of the 
petroleum sector, as expansion of three existing, and establishment of 
three new cement plants; a blast furnace capable of producing one million 
tons of steel per annum and two plants half that size utilizing the direct 
reduction process; integrated sugar mills; and pulp and paper mills, to 
name but a few. Volkswagen and Peugeot have begun assembly of passenger 
cars, which the FMG has moved to protect by restricting importation of 
cars under 2000 cc, while Fiat, Mercedes and British Leyland have just 
signed contracts with the FMG for truck assembly, Of the more than 

$5.0 billion planned expenditures in regional development, which includes 
sewerage, water supply, and town and country planning, over $3.0 billion 
is for housing alone. Defense needs will account for $3.6 billion, allo- 
cated for the provision of arms, equipment, vehicles, offices, barracks, 
hospitals and schools. Another $3.2 billion has been set aside for edu- 
cation, where the decision to begin universal primary education in 1976 
means that vast needs must be filled quickly. In the agriculture sector, 
nearly $2.3 billion is to be spent on the distribution of fertilizer, the 
irrigation of 1.4 million acres of land and the planting of over 5 million 
acres of crops, Large expenditures also are planned for the transport, 
communications and power sectors, 


Trade Surplus Narrows - Nigeria earned $9.3 billion from exports in 1974, 
and had a favorable trade balance of $6,5 billion, The picture in the 
first half of this year was less rosy as value of exports fell from 

$5025 million in 1974 to $3349 million, due mostly to a 34% decrease in 
the volume of crude oil exports. Imports, on the other hand, rose by 115% 
over the first half of 1974 to $2560 million, If this rate continues for 
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the rest of the year, as is probable, Nigeria’s import bill will have 
more than tripled in three years to over $5 billion. Strongest growth 

in imports was recorded in machinery and transport equipment (up 142% 

to an annual rate of $2151 million), building and construction materials, 
metal products and textiles (up 122% to $1460 million); and chemicals (up 
78% to $468 million). The value of government imports nearly doubled to 
$215 million, The surge in imports combined with reduced export earnings 
sliced the trade surplus for the half year by 80% to $789 million, A 
marked reduction in the services deficit is expected this year, owing 
primarily to lower dividends being declared by expatriate companies 
following indigenization and to the substantial interest the FMG is 
earning on foreign exchange reserves held abroad. But it is clear that 
this year's balance of payments surplus will be nowhere near the 1974 
figure of $5 billion. Growth of foreign exchange reserves has also 
tailed off sharply. After last year's remarkable $5 billion accumulation, 
growth over the first nine months of this year was only $27 million, 


Exchange Control Liberalized - Exporters to Nigeria received welcome news 
in the April 1 budget when the FMG announced its decision to return to 
normal international commercial practice regarding the payment for imports. 
Thus prepayment on the basis of letters of credit is now permitted, as 
well as payment for imports at sight of shipping documents, Compulsory 
credit terms for goods valued at more than 8 100,000 have been abolished 
and commercial banks are now allowed to keep working balances abroad, 

The FMG also cleared up misunderstandings regarding payment of dividends 
to overseas shareholders by stating that remittance of dividends requires 
only a certificate from the tax authorities stating that the applicant is 
current in payment of taxes, The $13.6 billion fiscal 1975-6 budget, well 
over twice the size of last year’s, was also aimed at encouraging private 
sector investment through reduction of profit taxes, elimination of double 
taxation of dividends, and increased capital allowances for construction 
costs. The healthy balance of payments picture and a desire to counter 
imported inflation prompted monetary authorities in 1974 to appreciate 

the naira from 7 to 14% against a range of major trading currencies, 
including the dollar. Movement upward this year has continued only 
against the falling pound, while the naira has been readjusted downward 
about 2% against the dollar. In view of the high liquidity of the bank- 
ing system (total assets roughly doubled in the year ending January 31, 
1975 to $5 billion) the FMG lowered domestic interest rates from a range 
of 7-12% to a range of 6-% as of April 1. 


Agriculture Lags - Although harvests have improved since the 1972-3 
season when the Sahel drought dealt a particularly heavy blow to produc- 
tion in the North, the short run outlook for agriculture is not good. 
About 70% of the work force is still employed on the land, but farming 
is characterized by small family holdings which are largely unmechanized 
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and in need of greater inputs of fertilizer, irrigation and extension 
services, Because of inadequate domestic food production, Nigeria 
has lately been forced to import growing quantities of grains, milk 
products and sugar. The potential is there, since much of the 
Nigerian soil is fertile, but only about 35% of arable land is 
currently under production, In an effort to induce greater pro- 
duction of traditional export crops (cocoa, peanuts, palm products 
and rubber) the FMG has steadily raised the "producer prices" paid 
for these commodities. The FMG is giving high priority to rejuve- 
nation of the agricultural sector, both to insure that supply is 
adequate to meet domestic demand and to provide a better return to 
the nation's farmers, Accordingly, in addition to the measures 
already noted, the Third Development Plan contains an ambitious 
collection of such government plans and projects as price and tax 
incentives, agricultural credit, extension and marketing services, 
storage and marketing facilities and direct government participation 
in production of food grains, cattle and fish. 


B. IMPLICATIONS FOR THE UNITED STATES 


The pace has slowed temporarily, but the Nigerian boom, now in its 
fourth straight year, shows no signs of running out of steam, The 
world-wide recession has not affected this country, and inasmuch as 
economic growth is the FMG's top priority and the revenue outlook 
promising, a sustained high level of business activity is expected. 


Imports should top $5 billion this year and are prejected by Nigerian 
central planners to be over $11 billion by 1979-1980. This broad 
export market and the prospects offered by the development plan make 
Nigeria a prime opportunity for the U.S., both as a market and as an 
investment site, 


U.S. impact on the Nigerian economy has in the past been less than 
coud be expected. Market share has seldom exceeded about 12%, and 
due to huge Nigerian crude oil exports, the U.S. in 1974 suffered a 
trade deficit with Nigeria of more than $3 billion. However, a new 
trend suggesting more American participation in Nigerian development 
appears to be emerging in the second half of 1975. Transactions, 
finalized or in process during the past three months, include the 
sale of 26 diesel locomotives, of $140 million worth of non-tactical 
vehicles for the army, of 200,000 pairs of combat boots, and a multi- 
million dollar port decongestion contract. The Ministry of Defense 
is seeking bids from U.S. firms on a large military housing project 
and the Ministry of Agriculture has requested a similar show of 
interest for large agribusiness development projects around the 
country. Nigerians in both public and private sectors state 

their belief that the U.S. is particularly well qualified to assist 
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Nigeria in meeting mevelopment targets but add that U.S. businessmen 
must show a greater willingness than in the past to put forth the special 
effort often necessary to do business in Nigeria, 


U.S. exporters will find in Nigeria demand for and keen appreciation of a 
variety of the kind of products the U.S. makes best. Thus, construction 
and building equipment and supplies, agricultural machinery; energy, 
communications, transport equipment and supplies, oilfield and process 
plant equipment; business and automated data equipment and systems; 
health care equipment; and food processing and packaging and materials 
handling equipment all have a good market here, Design, engineering and 
construction firms can compete for an impressive array of projects includ- 
ing railroad, highway and bridge construction, hydroelectric schemes, 
downstream petroleum plants, steel plants, irrigation systems, school and 
hespital construction, housing developments and water and sewage systems, 
Opportunities also exist for a wide range of consulting projects, To 
achieve and sustain the level of economic activity called for in the 
Third Plan Nigerian central planners have stated the need fer a large 
influx of foreign technical and specialized manpower, and the FMG has 
promised its cooperation in assisting these people to enter the country. 


The FMG has made clear its intention of participating in the "commanding 
heights of the economy," i.e. oil and gas, and has also decreed full or 
partial Nigerian equity participation in 55 business activities listed 
in the Enterprises Promotion Decree, Even where Nigerian equity parti- 
cipation is not required it is advantageous in most new ventures, That 
Nigeria wants new foreign investment and recognizes the need for it if 
full development of the economy is to be achieved has been made clear 
repeatedly, most recently in late November by Chief of Staff Brigadier 
Obasanjo who guaranteed government safety to investments in deserving 
areas, The FMG is especially desirous of attracting industries which 
will bring new technology, will utilize local raw materials, and will 
impart the expertise necessary to allow Nigerians quickly to move into 
upper level technical and managerial positions. With an estimated 80- 
90% of current U.S. investment in Nigeria in oil, the FMG is eager to 
see new and diversified American investment, 


Doing business in Nigeria has its special complications, The groundwork 
necessary to consummate a business deal may be in excess of that required 
elsewhere, misunderstandings and frustrations are frequent, long delays 
are common, Balancing these factors are a large and growing market and 
the promise of high return on investment. For the American businessman 
willing to spend the time and effort to accommodate to Nigerian practices 
and willing to accept the complications of doing business in Nigeria, the 
rewards can be considerable, 
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Telephone Directory of 
Country Marketing Managers 


Commercial and economic information on most trading partners of the United 
States is available from the Bureau of International Commerce, U.S. Depart- 
ment of Commerce. 


The Bureau is organized geographically with a Country Marketing Manager 
responsible for a country or group of countries as listed below. Assistance or 
information about marketing in these countries may be obtained by dialing 
these key people directly: 202-967 plus the given extension. 


Africa Far East 
West and Central Africa 3865 Australia and New 
East and South Africa 4927 Zealand 3646 
Europe East and South Asia 5401 
France and Benelux Japan 2425 
Countries 4504 Southeast Asia 2522 
Germany and Austria 5228 Latin America 


Italy, Greece and Turkey 3944 
Nordic Countries 3848 
Spain, Portugal, Switzer- 

land and Yugoslavia 2795 
United Kingdom and 


Brazil, Argentina, 
Paraguay and Uruguay 5427 
Mexico, Central America 
and Panama 2314 
Remainder of South 


Canada 4421 America and Caribbean 


Countries 2995 


Special units within the Department of Commerce have been created to deal 
with particular marketing situations: 


Commerce Action Group for the Near East 


North Africa 5737 
Near East 
Bahrain, Iraq, Jordan, Kuwait, Lebanon, Oman, 
Peoples Democratic Republic of Yemen, Qatar, 
Saudi Arabia, Syria, United Arab Emirates, Yemen 
Arab Republic 5767 
Iran, Israel, Egypt 3752 


Bureau of East West Trade 


Eastern Europe 2645 
USSR 4655 
Peoples Republic of China 3583 
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